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ABSTRACT

Previous studies have used general industrial firm-level data to examine barriers

faced by a variety offirm types. However, no previous studies have used primary firmlevel data to examine the export barriers faced by agribusinesses that export high value

products(HVPs). In this study the barriers to exporting perceived by U.S. HVP firms are
examined, as well as the role offirm characteristics and export market strategies on

influencing those perceptions. Secondly, this study develops a better understanding ofthe

export assistance needs ofexporters of HVPs and examines whether those needs vary with
the size ofthe firm and the amount of exporting experience. The results from this study

suggest that perceptions about barriers vary across firm characteristics and strategies.
Particularly, targeting of assistance by firm characteristics and strategies would be most
effective for overcoming barriers, such as selecting agents or distributors, obtaining

foreign market information, overcoming financial risks in foreign markets, and obtaining
credit or capital to finance export. Also, there were significant differences between a
number ofthe responses showing that firm size and export experience may be a deciding
factor on the perception of certain assistance needs. In particular, small and/or
inexperienced firms are more likely to find all assistance needs as stronger needs than

medium or large sized firms and/or moderately or highly experienced firms. Overall, the

results suggest that specialized targeting of assistance by firm characteristics, particularly
size and export experience, and export strategies are necessary to help exporters
overcome perceived barriers to exporting and compete in the world market.
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CHAPTER I
INTRODUCTION

America's current-account deficit is a constant problem. Eveiy quarter, the U.S.
Conunerce Department issues a report stating the amount by which imports have
exceeded exports. The future ofthe deficit is uncertain. However, David Levy, vice
chairman and director offorecasting for the Jerome Levy Economics Institute, believes

that the deficit will increase at an increasing rate (Epstein, 1996). Moreover, he speculates
that the net foreign liabilities will exceed 20 percent of Gross Domestic Product by the
year 2000 ifthe current trend continues. Determining how to change that trend is a
problem concerning many businessmen, politicians, and economists.
The theory that an increase in exports would have a positive effect on the currentaccount deficit has yet to be rejected. The United States current-account deficit had

reached $43.3 billion by just the second quarter of 1995. However, a decrease in imports
and an increase in exports decreased that $43.3 billion to $39.5 billion by the third quarter
of 1995. Daniel E. Laufenberg of American Express Financial Advisors Inc. sees this
sharp export-led drop in the U.S. trade deficit as an indicator that the turning point in

trade is near (Koretz, 1995). This fact puts even more weight behind the theory that
bridging the 'export gap' may be the most effective manner of decreasing the current
account deficit.

A significant portion of U.S. exports consist of agricultural products. Agricultural
commodities are divided into two general groups; bulk farm products and high-value

products(HVP). Bulk farm products are raw grains and oilseeds such as wheat, com and
rice. Whereas, HVPs include unprocessed (including fresh fiiiit, nuts, vegetables, and

honey), semi-processed (such as flour, vegetable oil, meats, cocoa, and sugar), and highly
processed (including dairy products, beverages, beer, and wine) products. U.S. exports
of bulk farm commodities have stagnated in recent years, but sales of high-value products
are increasing. In 1994, HVPs accounted for 59 percent of U.S. agricultural exports
(Greene, 1994).

Not only do HVPs account for over half ofthe U.S. total agricultural exports, but
the opportunities for growth are outstanding. Japan, Canada, and Mexico are the leading
markets for U.S. agricultural exports and these markets are expected to grow due to
various factors, including improved world income and increased market access in

importing countries. The implementation ofthe North American Free Trade Agreement

(NAFTA)in 1993 and revisions in the General Agreement on Tariffs and Trade(GATT)
in 1994 have attempted to remove borders from being barriers to export/import. Positive
effects on U.S. exports as a result ofthese policies have been noticed, especially in
Canada. Demand for U.S. agricultural products have also been increased by economic

growth in Mexico and Canada. Over the past 11 years, Japan has grown to be the largest
foreign market for U.S. processed foods, due to the substantial appreciation ofthe yen,
tariff reductions, the 1988 Beef-Citms Agreement, and a GATT agreement that removed

or expanded quotas. Moreover, exports are expected to continue to grow because

Japanese food consumption trends continue to be marked by an openness to foreign
products, especially value-added convenience foods.
Though HVP exports are growing at a rapid rate, trade barriers against HVPs are
keeping them from growing more rapidly. An increase in competition from countries like
Thailand, Brazil, and China can also stand in the way ofincreased exports to newly
widened markets. With fewer barriers to agricultural imports, food exporters from many
countries are seeking to expand trade opportunities. Along with competition, exporters
have other obstacles. Stephen MacDonald ofthe USDA's Economic Research Service
states "All countries discriminate against HVPs. Generally, protection of products

increases as the level of processing rises. Sanitary and health concerns are often used as
reasons to restrict imports, as well."(MacDonald, 1992).
The United States Department of Agriculture provides a variety of programs to
help agricultural exporters compete on the world market. The government uses four basic
techniques to increase exports: food aid, price subsidy, credit guarantee, and non-price
promotions(Henneberry, Ackerman,& Eshleman). The price subsidy, credit guarantee,

and food aid programs primarily assist bulk farm commodities. Between 1989 and 1992,

85 percent of price subsidies was aimed at markets for wheat, barley, and rice. Also
during that time period, 75 percent of credit guaranteed exports and 63 percent offood
aid were also for bulk commodities. Non-price promotional assistance is offered through

the Market Promotion Program(MPP)and Market Development Program (MDP). In

contrast to other programs, these two non-price promotion programs promote a wide

range ofHVPs. Between 1989 and 1992, 75 percent of MPP and MDP funding went to

the promotion ofHVPs. In 1993, a General Accounting Office(GAG)report proposed
that special export assistance should be given to small agribusiness and new-to-exporting
firms(GAG, 1993). The GAG also proposed that assisting these types offirms would
have the greatest impact on HVP exports.

OBJECTIVES

This study seeks to identify the major barriers to exporting as perceived by HVP
exporters and the extent to which they feel assistance services are needed. The study
examines the role offirm characteristics and export market strategies in influencing

perceptions about export barriers. A better understanding of potential barriers faced by
HVP exporters can lead to targeting of export assistance programs to firms across specific
firm characteristics and according to market strategy. The study also examines assistance
needs across firm size and export experience. A group of exporting firms that participated
in the 1993-1994 USDA Market Promotion Program are used to study the export barriers
and assistance needs faced by agribusinesses that export HVPs.
This thesis is divided into two articles. The first article entitled 'An Analysis of
Export Barriers Perceived by U.S. HVP Firms' examines the effect offirm characteristics
and export strategies on perceptions about barriers. The second article entitled 'A Study
ofthe Assistance Needs of U.S. HVP Firms' examines assistance needs across firm size

and export experience. The thesis first presents an overall literature review, followed by
the two articles, and then a comprehensive summary.

CHAPTER II
LITERATURE REVIEW

ARTICLES EXPLORING BARRIERS TO EXPORTING

It has become apparent that to increase the exports of U.S. firms, it is necessary to
identify which export barriers are preventing or decreasing exports. No previous studies
have used primary firm-level data to examine the export barriers faced by agribusinesses
that export HVPs. However, a number of more general industrial firm-level studies exist

that have examined barriers faced by a variety offirm types. Dr. Samuel Rabino (1980)
examined the barriers to export encountered by small manufacturing companies. It was
hypothesized that the potential for export growth lies more with small manufacturers in
high-technology industries than with large multinational manufactures because the
majority oflarge manufactures have already explored the markets and have little room for

growth. Forty-six high-technology exporters were randomly chosen from the 1979
Directory of Massachusetts Manufactures and were interviewed either in person or by
telephone. The topics explored included perceived advantages of exporting, problems
encountered by exporters, and perceived barriers to export. Results indicated that barriers

to exporting (listed in order of significance) include:
(1)Lack of exposure to other cultures;

(2)The large domestic market;
(3)Lack of stafftime;

(4)The paperwork and management of export operations; and
(5)Different safety and quality standards.
Often times, the U.S. market provides all the necessary demand for many small firm's

products and leaves no incentive to branch into new markets. Most ofthe perceived
barriers to exporting, discovered in this study, can be overcome with education and
guidance. Rabino concluded that the government should invest more effort in cultivating
potential exporters than supporting the efforts ofthose already exporting.
Bauerschmidt, Sullivan, and Gillespie(1985) researched to determine the role of
17 export barriers as perceived by 117 exporting paper product manufacturers. Principal
factor analysis with orthogonal and oblique rotation was used on the data to reveal five
factor loadings, entitled:
(1)National export policy;
(2) Comparative marketing distance;
(3)Lack ofexport commitment;
(4)Exogenous economic constraints; and
(5) Competitive rivalry.

Factor one tends to define the concerns of exporters with the role ofthe federal
government in the export process, either through tax incentives or export legislation.
Factor two addresses marketing constraints such as language and cultural differences.
Factor three seems to encompass reasons for lack of exporting rather than constraints such
as resistance to change and lack of managerial time. Factor four identifies tariff issues

and currency fluctuations such as changes in the exchange rate. Factor five includes

competitive issues such as U.S. competition for foreign markets and inability to sustain

market share. The highest weight was given to external economic issues (factor four) by
the majority ofthe respondents. Thereby proving that economic consideration that were

beyond the control ofany one firm overshadowed the decision to export or not to export
in the paper industry.

Dichtl, Koeglmayr and Mueller(1990) hypothesized that managers who do not
look favorably upon exporting will be less likely to participate in export activities than
foreign market oriented colleagues. The main subjects ofthe study were companies in the
Federal Republic of Germany. The comparative companies were selected in Finland,

Japan, South Afnca, and South Korea. Through cluster analysis, five classes emerged and
were divided into three groups (exporters, occasional exporters, and non-exporters) with a
purpose of determining success factors and export barriers for exporters. Exporters and
occasional exporters were found to be similar in the respect that both groups perceived
pricing as the leading export barrier. Whereas the nonexporting group perceived market

development costs as the leading export barrier. However, all three groups ranked
competitive situation as one oftheir top three perceived barriers. Both occasional and
non-exporters perceived their personnel as a prevalent barrier. Occasional exporters also
consider language a considerable barrier, which is not surprising considering that

experienced personnel was not in abundance. According to the firms involved in the
survey, these barriers stand in the way of promoting increased and systematically
developed export activities.

In 1993, I§u and Bush searched for perceived export barriers and factors that
stimulate export activity in small exporting and nonexporting hardwood lumber companies

ofthe Eastern United States. The nonexporting companies were divided into two stages,
entitled domestic oriented or potential exporter, based on their desire to or not to
participate in exporting. This study of export barriers was limited to nonexporting
companies. The questionnaire listed possible reasons for not exporting to include:
(1)Company is too small to export;
(2)Domestic market keeps company busy enough;
(3)Have seen others fail in exporting;
(4)Lack ofinformation about foreign markets;

(5)Don't believe in exporting;
(6)Exporting is too complicated; and

(7)Don't have the equipment needed to produce export products;
(8) Other.
The results indicated that a lack ofinformation concerning international markets
and/or prosperous domestic markets deterred potential exporters from entering into
international trade. Domestic oriented companies perceived themselves as too small to
succeed in exporting and were satisfied with the domestic market. The results from their
study suggest that all nonexporters are not the same, and various approaches may need to
be undertaken to introduce different firms into the international market.

Ramaseshan and Soutar(1994) confined their examination of export barriers to the

Western Australian horticulture industry and the impact ofthese barriers on export
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activities. Comparisons were done by dividing the subjects into exporting versus non-

exporting firms. The responses to the twenty export barrier items were factor analyzed
using principal factor analysis with varimax rotation to produce five overall barrier factors
and two barrier variables:

(1) market familiarity;
(2) market demand;
(3)transportation issues;
(4)financial issues;
(5)trade restrictions;

(6)domestic competition (from domestic producers in potential markets); and
(7)foreign competition (from foreign producers in potential markets).
Perceived seriousness ofthe barriers were different for nonexporters and

exporters. Nonexporters listed financial issues as the leading export barriers, which
includes things such as exchange rates and the inability to finance ventures. Whereas,

exporters found transportation issues to be more influential, which includes things such as
deterioration during transportation and cost oftransportation.

ARTICLES EXPLORING ASSISTANCE NEEDS

In an effort to determine the best manner in which to assist exporters and potential

exporters, it is important to determine which assistance activities exporters perceive as
beneficial, and which organizations are most helpful. Howard and Herremans(1988)

focused their study on small business exporters from various industry types which had

received the "E" award for excellence from the U.S. Department of Commerce. They

sampled only successful exporters because it was deduced that these firms know what it
takes to succeed and should be used as a source ofinformation and advice. When asked

to rank the usefulness oftwenty-three export-related groups and activities, seven groups
showed superiority. Foreign distributors and trade shows were the two most helpful
sources of assistance cited. The other top five groups, representing a mix of private and
government agencies, were U.S. Department of Commerce, U.S. Banks, State
Department of Commerce, Foreign Banks, and the U.S. Chamber of Commerce.
Kuthawala, Judd, Monipallil, and Weinrich(1989) designed a study to describe the

demographic characteristics, practices, problems and assistance needs ofsmall business in
Illinois with respect to level of exporting. A questionnaire consisting of20 questions was
sent to 869 small business exporters in Illinois. A large number ofthe firms studied
engaged in a rather small number of export transactions per year. However, they
discovered that the complexity ofthe procedures is an ongoing problem. Assistance in

analyzing specific foreign markets was a need for 45% ofthe respondents. An equally

large number ofrespondents (42%)needed help in (a) understanding foreign tariffs and
foreign currency fluctuations as well as in (b) managing advertising, freight handling, and
other aspects offoreign trade. When asked what improvements could be made to the
Illinois business environment to expand the export potential oftheir companies, seven

primary factors emerged (listed in order ofimportance);(1)Reduction of employee
unemployment insurance costs, worker's compensation costs in general;(2)greater tax

benefits;(3)fewer government regulation and/or minimizing oftrade barriers;
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(4)financing help;(5)lower dollar valuation; (6) assistance locating agents; and (7)
reductions in product liability costs. Moreover, the exporting trading companies have not
been successfial in resolving the problems faced by small exporters in Illinois.
When Howard and Borgia(1991)examined the perceived helpfulness of various
activities and/or groups, they divided their subjects into small versus large firms. Their
respondents were asked to rank the same twenty-three export-related groups and activities
listed by Herman and Herremans. Howard and Borgia's results were quite similar to those
ofHerman and Herremans, however, there was a significant difference between the

responses from small versus large firms. Large firms found the Foreign Credit Insurance
Association(FCIA)to be very helpful and ranked them eighth ofthe twenty-three.
However small firms ranked the FCIA as sixteen. On the other hand, small firms ranked

their states' Department of Commerce as seventh of twenty-three, but the large firms
ranked them as fourteen. The differences between the findings ofHoward and Borgia
suggest that firm size has much to do with the sources of assistance.

I^u and Bush (1994) examined the awareness, use and perceived benefit of
twenty-one available services provided by export assistance and promotion programs, the
top five of which were:

(1)seminars on the basics ofexporting;
(2) promote U.S. products overseas;
(3)information on doing business in a foreign country;
(4)contacts with experienced exporters; and
(5)arrange international trade shows.
11

I^u and Bush went even further to test for a significant difference between
exporters and nonexporters. Expectedly, exporters were significantly more aware of nine
programs than nonexporters. The two programs ranking as the most used by exporters
were contacts with experienced exporters and seminars on the basics of exporting.

Whereas, the most used program for nonexporters was seminars on the basics of
exporting. The high use of basic exporting activities by nonexporters suggest that
companies which attend seminars are not being actively pursued or followed up to
encourage exporting.

ARTICLES EXPLORING FIRM SIZE

Several studies have examined the effect that firm size has on the attitudes,

perceived problems, and needs of U.S. exporters. As a result ofthese studies, various
views exist as to the difference of export needs as a factor offirm size. Howard and
Borgia's(1990) study consisted ofonly successful exporters, as defined by the U.S.
Department of Commerce, and includes all industry types and geographic regions. The

profile ofthe respondents ofthis study indicated that they serve a large number offoreign
markets, nearly half have been actively exporting for over twenty year, and exporting
represents a significant portion oftheir total revenue. Within this study, annual sales
volume is the dividing line for defining small(volume < $5 million) and large(volume > $5

million)firms. Howard and Borgias' findings partially support the theory that firm size is
relatively unimportant for export behavior because all firm sizes agree that selecting agents
12

and distributors and researching foreign markets are the two most difficult export
activities. However, Howard and Borgia found that small firms may have special needs,
which if addressed may stimulate and/or enhance exporting by U.S. firms. For instance,
small firms seem to find it more difficult to locate export sales leads than large firms.
Expanding on Howard and Borgia's study, Ali and Swiercz(1991)tested the
hypothesis that export participation is largely a function of size, experience and managerial
interest. Within this study, annual sales volume is once again the dividing line for defining

small(volume < $5 million), medium ($5 million < volume < $50 million), and large

(volume > $50 million) firms. The subjects consisted of various companies drawn
randomly from the international trade directories ofKansas, Missouri, and Nebraska. The
managers ofeach company was issued a survey consisting ofthree sections; (1) basic
profile ofthe firm, (2) dimension of export attitudes, and (3) perceived managerial and
professional skills, personal and social skills, cross-cultural skills, and spouse and family
qualities. A multiple analysis of variance(MANOVA)statistical method applied to the

data suggested that size does not influence perceptions ofthe managerial and professional
skills necessary for success. However, size does influence the cross-cultural skills and
family qualities perceived necessary for export success. The results imply that managers in
small firms hold different views than managers of medium and large firms. Thereby
supporting the hypothesis that firm size does influence managerial views.

Between 1991 and 1993, export income increased for U.S. firms leading to a need
to redefine firm size. Cavusgil and Kirpalani(1993) redefined small (volume < $30

million), medium($30 million < volume < $100 million), and large(volume > $100
13

million). The data consisted of 130 cases ofinternational market entry gathered from
previously published research of various authors. The dependent variable was long-term

success as a function of descriptive, strategic, and marketing mix variables. Cavusgil and
Kirpalani concluded that small and large firms act similarly compared to medium firms.
Thereby, proving the hypothesis that large and small firms are more susceptible to success
in international ventures than medium sized firm, regardless ofindustry.
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CHAPTER III
AN ANALYSIS OF EXPORT BARRIERS OF
U.S. HVP FIRMS

ROLE OF HIGH VALUE PRODUCTS IN U.S. AGRICULTURAL EXPORTS

U.S. exports of bulk farm commodities have stagnated in recent years, but sales of

high-value products(HYPs)remain on the rise.' In 1994, HYPs accounted for 59 percent
of U.S. agricultural exports(Greene, 1994). Not only do HYPs account for over half of
the U.S. total agricultural exports, but the opportunities for growth are improving, with
the passage of NAFTA and GATT and a growing world economy.
Although HYP exports are growing, many firms still experience substantial barriers

to exporting. In particular, HYPs may be subject to considerable trade barriers, because
import protection of products generally increases as the level of processing increases
(McDonald, 1992). In addition to overcoming trade restrictions, high value products may
also be subject to additional in-country product regulations that serve as barriers to import
ofthe product. High value products must also rely on buyer and consumer awareness in

foreign markets to establish long-term growth. A better understanding of potential
barriers faced by HYP exporters can lead to targeting of export assistance programs to

firms across specific firm characteristics and according to market strategy.

'Agricultural commodities are divided into two general groups; bulk farm products and high-value
products(HVP's). Bulk farm products are raw grains and oilseeds such as wheat,com and rice. Whereas,
high-value products include unprocessed (including fresh fruit, nuts, vegetables, and honey), semi-processed
(such as flour, vegetable oil, meats, cocoa, and sugar), and highly processed (including dairy products,
beverages, beer, and wine) products.
15

STUDY OBJECTIVES

This study seeks to identify the major barriers to exporting as perceived by HVP
exporters. The study examines the role offirm characteristics and export market
strategies in influencing perceptions about export barriers. A group ofHYP exporting

firms that participated in the 1993-1994 USDA Market Promotion Program is used to
study the export barriers faced by agribusinesses that export HVPs.

STUDIES OF EXPORT BARRIERS

No previous studies have used primary firm-level data to examine the export
barriers faced by agribusinesses that export HVPs. However, a number of more general
industrial firm-level studies have examined barriers faced by a variety offirm types.

Rabino(1980)examined the barriers to export encountered by small manufacturing
companies. Results indicated that barriers to exporting (listed in order of significance)

include;(1)lack of exposure to other cultures;(2)the large domestic market;(3)lack of
staff time;(4) paperwork and management of export operations; and (5) different safety
and quality standards.
Bauerschmidt, Sullivan, and Gillespie(1985)examined the role of export barriers

as perceived by exporting paper product manufacturers. Bauerschmidt, et al. used factor
analysis to reveal five barrier factors, including:(1) national export policy;(2)comparative
marketing distance;(3)lack of export commitment;(4)exogenous economic constraints;

16

and (5)competitive rivalry. The highest weight was given to external economic issues
(factor 4)by the majority ofthe respondents.
Dichtl, Koeglmajr and Mueller(1990) examined exporting activity and
perceptions about exporting. They identified three groups according to export status:

exporters, occasional exporters, and non-exporters. Exporters and occasional exporters
were found to be similar in the respect that both groups perceived pricing as the leading
export barrier. Other issues, such as product and market development, were ofgreater
importance to nonexporters.

Ramaseshan and Soutar(1994)examined export barriers to the Western Australian
horticulture industry and the impact ofthese barriers on export activities. Comparisons
were done by dividing the subjects into exporting versus non-exporting firms. Perceived
seriousness ofthe barriers were different for nonexporters and exporters. Nonexporters

listed financial issues as the leading export barriers, which includes things such as

exchange rates and the inability to finance ventures. Whereas, exporters found

transportation issues to be more influential, including deterioration during transportation
and cost oftransportation.

Howard and Borgia(1990)examined the difference of export barriers as a factor
offirm size. Within this study, annual sales volume was the dividing line for defining small

(volume < $5 million) and large (volume > $5 million) firms. All firm sizes agreed that
selecting agents and distributors and researching foreign markets were the two most
difficult export activities. However, Howard and Borgia found that the small firms
interviewed seemed to find it more difficult to locate export sales leads than large firms.
17

These results suggest that small firms have special needs, which if addressed may stimulate
and/or enhance exporting by U.S. firms.

DATA AND METHODOLOGY

The sample was compiled from the Foreign Agriculture Service records and
consisted of 764 U.S. firms that participated in the 1993-94 USDA Market Promotion

Program (branded portion).^ MPP participants provided a sample ofcurrent HVP
exporters, with a variety ofexport experience and firm characteristics.
After an extensive review ofliterature, the questionnaire was developed through
interaction with FAS officials and a focus group consisting of representatives from

currently exporting, nonexporting, and previously exporting agribusiness firms. Initially,
the survey was mailed to 20 pre-test firms, who were asked for comments and suggestions
regarding the questionnaire. The remaining 744 companies were sent the questionnaire in
September 1995, using Dillman's method for mail surveys (Dillman,1978). The

nonrespondents were notified with a reminder postcard. A second mailing was sent to
nonrespondents approximately three weeks after the first, along with telephone reminders.
Ofthe overall 764 mailed surveys, four were returned as undeliverable and usable
responses totaled 230 for a response rate of 30.3 percent.

The USDA Market Promotion Program(MPP)is an export assistance program designed to support
the promotional efforts of eligible nonprofit trade organizations and private firms. Promotional efforts are
generally designed to educate foreign consumers and marketers about the qualities of U.S. agricultural
products.
18

Each respondent was asked to rate on a three-point scale the significance of nine
export barriers. Definitions of barriers, frequency of responses, and overall mean ratings

for each ofthe barriers are shown in Table 1.^ As shown in Table 1, 73.3 percent ofthe
respondents perceived import restrictions in the foreign markets as a major barrier. Two
other highly rated barriers were the lack of buyers' awareness ofthe product in foreign
markets and competition fi^om other suppliers. About 54.2 percent ofthe respondents

perceived the buyer's awareness ofthe product in foreign markets as a major export
barrier. And similarly, competition from other suppliers was viewed as significant by 54
percent ofthe respondents.
The survey also contained questions about export marketing, diversification across

products and markets, promotional strategies, export destinations, and firm characteristics.
Information regarding firm location and product exported by the firm was obtained from
USDA/Foreign Agriculture Service records.

FACTOR ANALYSIS

This study examines influences on a firms' perception regarding barriers to export.

The probability ofan export barrier being perceived as a major barrier is hypothesized to
be influenced by export strategies, diversification, promotion methods, product type,
export destinations, and firm characteristics. To reduce the number of barriers for
consideration and identify any structure within the set of nine barriers, principal factor
analysis was conducted on the set of nine barriers. Eigen values greater than one were

'AII tables for this chapter are located in Appendix A.
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used as a criterion to determine significant groups of related responses(Bauerschmidt,

Sullivan, and Gillespie, 1985; Ramaseshan and Soutar, 1994).^ The barriers "Obtaining
foreign market information," "Financial risk in foreign markets," "Selecting an agent or
distributor," and "Obtaining credit or capital" loaded onto a common factor.

The

barriers "Import restrictions in foreign markets" and "Overseas product regulations"

loaded onto a separate common factor. The factor loadings ofthe barrier responses in

each ofthe response clusters ranged from 0.61 to 0.85.' Neither transportation costs,
competition from other suppliers, nor buyer's awareness ofthe product in foreign markets

loaded onto a common factor with any barriers. Therefore, the results from the analysis
suggested that the nine barriers could be reduced to two barrier groups and three

independent barriers, for a total offive barriers.
Factor one links the responses to the questions about foreign market information,
selecting agents and distributors, financial risk in foreign markets relative to domestic, and
obtaining credit or capital to finance exports. The barriers which loaded onto factor one
consisted of marketing and financial risk issues; hence, factor one was renamed 'RISK'for

simplification of analysis. Factor two joins together the responses to two barriers, the first
being "Import restrictions in foreign markets" and the second is "Overseas product
factor analysis is a multivariate statistical technique concerned with the identification of structure
within a set of observed variables (Foltz, Harp, Makus, Guenthner, and Tripepi, 1993). Factor analysis
searches for the interrelationship between the responses, which produces a new set of variables which reduces
the complexity ofthe data. Eigen values are a mathematical property ofa matrix; used in relation to the
decomposition ofa covariance matrix, both as a criterion of determining the number offactors to extract and a
measure of variance accounted for by a given dimension.

'
Factor loading is a general term referring to a coefficient in a factor pattern; where factor pattern is
defined as regression weights for the common factors where an observed variable is assumed to be a linear
combination ofthe factors. A factor loading value of.55 or greater was used as a criterion for observing
common factors because it represents a significant relationship.
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regulations relative to U.S." Factor two appears to represent restrictions and regulatory
issues and was renamed "REGUL'. The ratings for each ofthe grouped barriers were
averaged. Dummy variables indicating whether a barrier was considered major were then
created based on ratings for each ofthe five remaining barriers.

MODEL SPECIFICATIONS

The probability that each ofthe barriers

was considered to be a major

barrier to exporting was then postulated as;

(1)

Pr(Barrierj = Major)=f(export strategies, diversification, promotion,
product type, export destinations, and firm characteristics).

Definitions for the dependent variables and explanatory variables in each variable category
are shown in Table 2.

Product type is likely to affect the perceived barriers to export of various firms.
For example, beverage manufactures may have a different perception ofregulation barriers

than fresh fhiit and nut producers. Firm characteristics such as years exporting and firm
size are likely to influence perceptions about barriers(Howard & Borgia,1990). Export
destinations may also influence perceptions regarding barriers. Firms shipping across seas
may perceive different barriers than those shipping to Mexico or Canada. Variable groups
that reflect marketing, diversification, and promotion strategies are also included in the
model. Certain export and promotional strategies may present exporters with unexpected
barriers. Attempting to maintain direct control or to specialize products and advertising

may present firms with barriers in export markets.
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The probit model was used to estimate each ofthe hypothetical models(Greene, p.

643). The probit model assumes that the probability follows a normal distribution, so:

(2)

n[l-F(P'x,)] nF(Pi,)
yrO

yri

where:

yi...y„ is equal to the value of y for the ith respondent and F(p'Xi) is equal to the normal

distribution for (P'X;).
Log-likelihood ratio tests were used in selecting variables from each category to

include in the probit model for each barrier.® Based on joint hypothesis tests, certain
variables were excluded from each ofthe models. The final specifications ofthe five
models are listed below.
Model 1:

PR(RISK = MAJOR)= F(PRICE,BRAND, CONTROL,DIVCOUNT,JAPANS,
LfKS, CANS,PMAIL,PPOS,PDEMO,PSHOWS, WEST, MW,INTMKT,EMP,
YREXP, SYREXP, SAL4, SALS)
Model 2:

PR(REGUL=MAJOR)= F(PRICE, SERV,DIVPROD,PADVERT,PSAMP,
PSEM,INTMKT,D208, SALS, SAL4)
Models:

PR(TRANSP = MAJOR)= F(BRAND,DIVCOUNT,PDEMO,PSHOWS,

UKS,D202,D204, D20S,PEXPORT)

®The likelihood ratio test is a general large-sample test based on the ML method, and is calculated as:
X = max L CGI under the restrictions

max L(Q)without the restrictions
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Model 4:

PR(COMPETE = MAJOR)=F(PRICE,BRAND,CONTROL,DIVCOUNT,
PADVERT,PPOS, UK5, CANS ,D201,INTMKT,PEXPORT,EMP, SEMP,
SAL4)
Model 5:

PR(AWARE = MAJOR)= F(PRICE,PADVERT,PPOS,PDEMO,PSEM,
PSHOWS)

RESULTS

The five probit models were estimated via maximum likelihood. The estimated models are
presented in Table 3. Results from each ofthe models are discussed below.
Market & Financial Risk

The estimated results in Table 3 for the model of market risk show the use of

competitive pricing as an exporting strategy has a negative effect on a firms' perception of
'risk' as a major barrier to exporting. This may be explained by the fact that competitive

pricing increases sales and therefore reduces the fear offinancial risk from foreign
markets. Diversification across countries had a positive effect and may reflect a market

risk-spreading strategy. The results also show that exporting to Japan, the United
Kingdom, and/or Canada decreases the probability that the firm will perceive 'risk' as a
major barrier.

Many ofthe firm characteristics had a significant effect on the probability of
'RISK' being perceived as major. The existence of a separate international marketing

department or personnel, sales of over $5,000,000, and the location of a firm in the West
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and Midwest decreases the probability of a firm indicating 'RISK' as a major barrier. The
number of employees in the firm also has a negative coefficient. Insignificance ofthe
number of employees squared implies that the effect is linear and there is not a maximum
number of employees which changes that perception. The positive coefficient for the
number of years exporting coupled with the significant negative coefficient for the number
of years exporting squared implies that the effect is increasing at a decreasing rate.
Therefore, each year ofexporting experience increases the probability ofthe firm
perceiving 'RISK' as a major barrier, however there is a turning point.

Certain promotional strategies which firms use affect the probability of a firm
perceiving market risk issues as a major barrier. The use of direct mailing and point of
sale as export promotions has a positive affect on the firms' perception, which could be
explained by the high cost of direct mailing and point-of-sale. Trade shows have negative
effects on the probability. Presenting the opportunity for the sellers to meet potential
buyers may increase firm's information about the foreign market. This could account for
the fact that trade shows reduce the probability that a firm will have serious problems
obtaining foreign market information, and consider foreign markets financially risky.
Regulation and Import Restrictions
The firms who specialized their customer service and used competitive pricing as
export strategies increased the probability of perceiving import restrictions and overseas

product regulations as major barriers to exporting. A possible explanation for the positive
effect is that both ofthese background variables increase the volume of exporting which,

in turn, increases the likelihood of being faced with regulation barriers.
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The existence ofspecialized international marketing personnel had a negative

effect on a firm's perception of 'REGUL' as a major barrier to exporting. This may be
explained by the fact that specialized personnel and high sales have the ability to offset the
effects of barriers inflicted by the importing country. Specialized personnel brings
experience into the firm that helps to surpass regulation problems and import restrictions.
Compared with firms with sales ofless than $1,000,000, firms with sales between

$1,000,000 and $50,000,000 had a negative effect on the probability of perceiving
•REGUL'as a major barrier. High sales are also a matter ofincreased experience and

exposure and helps to overcome these barriers. Diversifying exports by exporting several
different products has a negative effect on the probability that firms will perceive'REGUL'
as a major barrier to exporting. The diversification of different products may reflect a firm
that is able to comply with regulations. The negative effect of beverages as a product
type, implies that product regulations and import restrictions may not be as much a factor
for the beverage industry as for other food products.
The use of advertising, sample shipments and/or seminars as export promotions
increases the probability of perceiving import restrictions and overseas product
regulations as a major barrier. A possible explanation for the positive effect is that a
firm's product would have to meet foreign industry and import regulations before they
would be allowed to advertise, send a sample shipment, and/or hold seminars.
Transportation

The significance and positive coefficient for PEXPORT implies that as export

accounts for a larger percentage of a firms total sales, the probability of perceiving
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transportation costs as major barrier increases as well. The exporting of dairy, cereal,
grain, and/or bakery products has a positive effect on the perception ofTRANSP' as a

major barrier compared with other products.
Promotional strategies have differing effects on the probability of perceiving
transportations costs as a major barrier to exporting. The use of product demonstrations
has a negative effect, while trade shows have a positive effect on the probability. Firms
that use in-country product demonstrations are likely not to perceive transportation costs
as a major barrier. Trade shows may be used by firms who view more intensive in-country
promotional methods as too costly.
Competition
Shipping to the United Kingdom decreases the probability ofsensing competition
from other suppliers as a major barrier to exporting. This could be because the United
Kingdom is not a strong supplier ofthe same agricultural products exported by the U.S.
However, exporting to Canada has a positive effect on the perception ofcompetition as a

major barrier.
Competitive pricing decreases the probability of perceiving 'COMPETE' as a
major barrier to exporting which implies that competitive pricing is an effective export
strategy and decreases the effects of competition. The positive coefficient for direct
control of distribution implies that firms that feel that foreign market competition is keen
may feel the greatest need to maintain direct control in export markets.
The four significant firm characteristics that increase the perception of
'COMPETE' as a major barrier are; exports percentage of sales, sales volume from
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$5,000,000 to $50,000,000, the number of employees, and the number of employees
squared. The positive coefficients for the number of employees and the number of

employees squared implies that for each additional employee, the perception of
competition as a major barrier increases at an increasing rate. These results suggest that

larger more export intensive firms that may be trying to gain significant market shares in
export markets may be more sensitive to foreign market competition than smaller niche
market exporter.

The exporting of meats decreases the probability of perceiving competition from
other suppliers as a major barrier. This implies that meat producers feel less foreign
market competition compared with other food and beverage producers.
Using advertising as a promotional strategy increases the probability of perceiving
competition from other suppliers,'COMPETE', as a major barrier. Firms who perceive a
Wgh degree ofcompetition are likely those that feel export market advertising is needed.
On the other hand, using point ofsale as a promotional strategy decreases the probability
of perceiving competition as a major barrier. This could be due to the fact that point of
sale builds a personal relationship between the buyer and the seller and point of sale
promotion may be appropriate for specialized niche products.
Awareness

The firms' use of competitive pricing as an export strategy increases the
probability that the buyer's awareness ofthe product in the foreign market will be
perceived as a major barrier. Firms that perceive awareness to be a problem may feel

competitive pricing and use of promotional strategies are necessary to overcome the
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barrier. The use of advertising, point of sale, product demonstrations, and trade shows as

promotional strategies increases the probability of a firm perceiving 'AWARE' as a
barrier. The use ofseminars is the only promotional strategy that decreases the probability
of'AWARE' being perceived as a major barrier.

Seminars may be more useful in niche

markets.

CONCLUSION

The results from this study suggest that agribusinesses perceive several major

barriers to export, the most serious ofthese being import restrictions and regulation
issues, competition fi^om other suppliers, and buyers' awareness in the foreign market.
The results also suggest that perceptions about barriers vary across firm characteristics

and strategies. Firm characteristics appear to be most influential on market and financial
risks and competition barriers. In particular, larger more export intensive firms were more
likely to view competition from other suppliers a significant barrier. Large firms with
international market departments were less likely to view market risk as a barrier than their
smaller counterpart firms. These results suggest that for assistance programs to overcome

barriers, they can be targeted to exporters by firm characteristics and their export
strategies.
Use of competitive pricing and promotional strategies tended to decrease the

probability of market and financial risks being a major barrier. However, these types of
strategies reflect firms that have the perception that buyers awareness is a major barrier.
An exception is that seminars have a negative effect on the probability that buyers
28

awareness is a barrier. Another exception is that use oftrade shows had a positive
influence on perceptions that market risks and transportation costs are barriers. This may
reflect the fact that trade shows can be a minimal risk, low cost way to promote exports.
The results suggest that specialized targeting of assistance by size or export

experience would be most effective for overcoming market and financial risk barriers, such
as selecting agents or distributors, obtaining foreign market information, overcoming
financial risks in foreign markets, and obtaining credit or capital to finance export.
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CHAPTER IV
A STUDY OF THE ASSISTANCE NEEDS
OF U.S. HVP FIRMS

mXRODUCTION

Exports of high-value products have become ofincreasing importance to the

agricultural export base ofthe United States.' By the early 1990's, exports ofHVPs
surpassed those of bulk commodities(Greene, 1994). High value products are considered
a key for future export growth because processing and packaging provide additional value

and employment over exports of bulk commodities.
Due to benefits of exporting, the government uses four basic techniques to
increase exports: food aid, price reduction, provision of commercial credit, and non-price
promotions(Henneberry, Ackerman, and Eshleman ). These programs directly and

indirectly assist exporters and potential exporters. However, with increasing federal

deficit considerations, many government assistance programs are under increased scrutiny,
including a number ofexport assistance services. Therefore, insights regarding which
assistance needs are considered most important by firms is ofimportance. Furthermore,
information regarding how needs vary across firm size and export experience is of use in
targeting assistance programs to firms.

'Agricultural commcxiities are divided into two general groups; bulk farm products and high-value

products(HVPs). Bulk farm products are raw grains and oilseeds such as wheat,com and rice. Whereas, highvalue products include unprocessed (including fresh fruit, nuts, vegetables, and honey),semiprocessed (such as
flour, vegetable oil, meats, cocoa, and sugar), and highly processed (including dairy products, beverages, beer,
and wine)products.
30

STUDY OBJECTIVES

The purpose ofthe study reported in this article is to(1)develop a better
understanding ofthe export assistance needs of exporters of high value products, (2)
determine ifthere is a significant difference between assistance needs for small, medium,

or large firms, and (3) determine whether or not export experience affects firms'
perceptions regarding assistance needs.

REVIEW OF LITERATURE

While no previous firm level studies have specifically examined the export
assistance needs of exporters of high value agricultural products, several studies have
examined the assistance needs offirms in other industries. Previous studies have indicated

that the export assistance needs offirms may vary with the size ofthe firm and the amount
ofexporting experience (I^u & Bush,1993; Howard & Borgia, 1991).
Howard and Herremans(1988)focused their study on small business exporters
fi-om various industry types which had received the "E" award for excellence from the
U.S. Department of Commerce. When asked to rank the usefulness oftwenty-three
export-related groups and activities, foreign distributors and trade shows were the two
most helpful sources of assistance cited.
Howard and Borgia(1991)examined the perceived helpfulness of various
activities and/or groups across small versus large firms. Their respondents were asked to

rank the same twenty-three export-related groups and activities listed by Herman and
Herremans. Howard and Borgia reported that there was a significant difference between
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the responses from small versus large firms. Large firms found the Foreign Credit
Insurance Association (FCIA)to be very helpful and ranked them eighth ofthe twentythree. However small firms ranked the FCIA as sixteen. Their results suggest that

assistance for foreign credit insurance was viewed as more helpful to larger exporters.

I^u and Bush (1994)expanded upon the study by Howard and Borgia and tested
for a significance difference between exporters and nonexporters. Exporters were

significantly more aware of nine programs than nonexporters. Two programs ranking as
the most used by exporters were contacts with experienced exporters and seminars on the
basics ofexporting.

Kuthawala, Judd, Monipallil, and Weinrich (1989) designed a study to describe the

demographic characteristics, practices, problems and assistance needs of small business in
Illinois with respect to level ofexporting. A large number ofthe firms studied engaged in
a rather small number of export transactions per year. However, they discovered that the

complexity ofthe procedures is an ongoing problem. Assistance in analyzing specific

foreign markets was a need for 45 percent ofthe respondents. An equally large number of
respondents(42 percent) needed help in (a) understanding foreign tariffs and foreign
currency fluctuations as well as in(b) managing advertising, freight handling, and other

aspects offoreign trade. When asked what improvements could be made to the Illinois
business environment to expand the export potential oftheir companies, seven primary

factors emerged (listed in order ofimportance):(1)Reduction of employee unemployment
insurance costs, worker's compensation costs in general,(2)greater tax benefits,(3)fewer

government regulation and/or minimizing oftrade barriers,(4)financing help,(5)lower
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dollar valuation, (6)assistance locating agents, and (7)reductions in product liability
costs.

DATA AND METHODOLOGY

The sample was compiled from the Foreign Agriculture Service records and
consisted of764 U.S. firms that participated in the 1993-94 Market Promotion Program

(branded portion). MPP participants were studied to obtain data from firms with
experience in exporting activities.
After an extensive review of literature, the questionnaire was developed through

interaction with FAS officials and a focus group consisting of representatives from
currently exporting, nonexporting, and previously exporting agribusiness firms. Initially,
the survey was mailed to 20 pre-test firms, who were asked for comments and suggestions

regarding the questionnaire. The remaining 744 companies were sent the questionnaire in
September 1995, using Dillman's method for mail surveys(Dillman, 1978). The

nonrespondents were notified with a reminder postcard. A second mailing was sent to

nonrespondents approximately three weeks after the first, along with telephone reminders.
Ofthe overall 764 mailed surveys, four were returned as undeliverable and usable
responses totaled 230 for a response rate of30.3 percent.
Each respondent was asked to indicate the level ofimportance for export

assistance needs along a three point scale, ranging from strong need to no need. Potential

export assistance needs included financial assistance needs, marketing assistance needs,
educational assistance needs, and general assistance needs. See Table 1 for a listing of
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potential assistance needs. Respondents were also asked questions regarding their firm's
characteristics including the firm's size(number of employees and firm sales) and years of

export experience^.

METHOD OF ANALYSIS

The respondents were grouped into three size categories as a reflection oftwo firm
characteristics. Firms with total sales ofless than $5,000,000 and fewer than 100

employees were categorized as 'small'. The firm size 'large' consists offirms with total

sales of more than $10,000,000 and more than 500 employees. All firms with sales
between $5,000,000 and $10,000,000, and 100 to 500 employees were categorized as
'medium' sized. Three levels of exporting experience were also outlined. Firms who have
been exporting for fewer than five years were considered to have a 'low' level of
exporting experience. Firms with a five to ten year history of exporting were listed as

being 'moderate' in their experience with exporting. Ten years or more of exporting
experience ranked a firm in the level categoiy entitled 'high'.
Frequencies ofresponses are calculated for each of assistance needs ratings across
firm sizes and export experience levels. Chi-squared tests were used to determine ifthere

were any significant associations between the importance of assistance needs and firm size,

or assistance needs and export experience.^
^All tables for this chapter are located in Appendix B.

^The null hypothesis is that there is no association. The test statistic(Q^)is calculated
as:

where nt/j =

(n,j- m//my
n.j/n,

= column totals,& n.j= row totals

The test statistic is distributed as chi-square with 4 degrees offreedom.
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RESULTS
Assistance Needs Across Firm Sizes

The percents ofrespondents in each ofthe size categories that gave a rating of a
particular assistance need are shown in Table 2. Importance ratings of six ofthe thirteen
assistance needs showed significant association with firm size. Export trade leads,
assistance locating lenders, assistance locating agents/distributors, assistance with
exhibitions at foreign trade fairs, export subsidies, and subsidized travel to foreign markets
each showed a significant association with firm size. For each ofthese assistance needs, a

larger percentage ofsmall firms perceive these six assistance needs as stronger needs than
did medium and large firms. For example, over 31 percent of small firms indicated a
strong need for assistance locating lenders, while less than 10 percent oflarge firms
indicated this as a strong need. Subsidized travel was perceived as a strong need by 73
percent ofthe small firms and 49 percent ofthe medium sized firms studied. However
only 23 percent ofthe large firms ranked subsidized travel as a strong need.
Assistance Needs Across Levels ofExport Experience

The frequency distribution of assistance needs across levels of export experience
along with the chi-square values are displayed in Table 3. Five ofthe thirteen assistance
needs were significantly associated with level of exporting experience. These assistance

needs were assistance locating agents/distributors, foreign market information, assistance
with export documentation, export promotion/advertising assistance, and "how to" export

education. Export promotion assistance was viewed as strong need by over 51 percent

of exporters with low levels of experience, but was viewed as a strong need by only 31
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percent of moderately experienced exporters and by 39 percent of highly experienced
exporters. Foreign market information was perceived to be strong need by 45 percent of
low experienced exporters, and by 29 percent and 33 percent of moderately and highly
experienced exporters, respectively. Assistance locating distributors, assistance with
export documentation, and "how to" export education were viewed as strong needs by
lower percents of highly experienced exporters than exporters with low export experience.
Importance of Assistance Needs
Regardless ofthe firm sizes and levels of export experience, overall the largest
percentage of respondents rated 'subsidized travel to foreign markets' as a strong need.
The second highest rated service was 'credit information on potential buyers'. This result
is in correlation with the study by Ifju and Bush (1994) which found that credit
information on potential buyers was the most beneficial assistance provided in the
hardwood industry.

The next highest rated assistance needs are (in order ofimportance):

(1)export promotions and advertising assistance,(2)export subsidies, and (3)foreign
market information. The lowest ranked need was courses, seminars or publications on

'how to' export. These results are in variance with Ifju and Bush whose respondents rated
the benefit of 'seminars on the basics of exporting' as 3.6 on a 5 point scale. The
variation may be due to differences in the industries examined.

Differences in the importance offinancial issues exist as a function of firm size and

export experience. Export subsidies and subsidized travel to foreign markets were both
considered strong needs by the majority all firms across all levels of export experience and
small and medium sized firms. The majority oflarge firms felt that export subsidies are
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only a moderate need, and equal percentages oflarge firms felt that subsidized travel was
either a moderate need or no need at all. Assistance locating lenders was considered no

need by the majority ofthe respondents across all firm sizes and levels of export

experience. This is in contradiction with Rabino's 1979 of study ofsmall firms, in which
78 percent ofthe respondents indicated that they did not need financial assistance from the
government. The respondents felt that as long as the product was unique, and the price
competitive, then demand for the product would automatically grow. The differences in
the two studies could be due to an increase in the cost of exporting and travel.

Marketing assistance has proven to be a strongly represented assistance need in
this survey. Though advertising assistance was ranked higher than assistance with
exhibitions at trade fairs across all firm sizes and experience levels, a large percentage of
small firms felt that assistance with exhibitions was a strong need. This could be due to

the fact that large firms are well-known and have already acquired market share abroad.
Generally, educational assistance ranked low in comparison to other services.

Language assistance was considered a moderate need by the majority ofsmall and large
firms as well as low high levels of experience. The majority of moderately experienced
and/or medium sized firms considered it no need. Large percentages of all respondents
listed adapting products and/or packaging for exporting and assistance with export
documentation as a moderate need or no need. The remaining member ofthe group,'how

to' export education, was ranked as no need by the majority of all firm sizes and levels of
experience.
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General assistance was seen as a strong need regardless offirm size and export

experience, with the least important ofthem being assistance locating lenders for export
business followed by assistance selecting agents and distributors. This is in disagreement
with the results ofHoward and Borgia(1991) whose respondents, both large and small,
rated the selection of agents and distributors as the most difficult export activity.

CONCLUSION

Firm size appears to be most influential on assistance needs such as export trade
leads, assistance locating lenders, assistance locating agents or distributors, assistance with

exhibitions at foreign trade fairs, export subsidies, and subsidized travel to foreign
markets. In particular, smaller firms were more likely to find all assistance needs as
stronger needs than medium or large firms.
The level of export experience tends to have a significant effect on the perception
of assistance locating agents or distributors, foreign market information, assistance with
export documentation, advertising assistance, and "how to" export education. A larger
percentage offirms with low exporting experience indicated a stronger need for these

assistance programs, than did firms with moderate and high levels of experience.
Though assistance needs are not the same across all firms, some general similarities
do exist. The results from this study show that the most important assistance needs are
subsidized travel, credit information on potential customers, advertising assistance, export
subsidies, and foreign market information. Least needed assistance are educational

services, such as language or cultural assistance, assistance with export documentation,
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consulting to adapt products, and 'how to' export sessions. The results suggest that
perception of assistance needs vary across firm sizes and levels of export experience. This
implies that specialized assistance programs may need to be focused toward firms of
particular sizes and levels of export experience.
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CHAPTER V

OVERALL CONCLUSION

The implications from this study imply that HVP producers perceive several major
barriers to exporting and have a wide range of assistance needs. The results suggest the

most serious export barriers are import restrictions and regulation issues, competition
from other suppliers, and buyers' awareness in the foreign market. Moreover, the

perceptions about barriers vary across firm characteristics and strategies. Firm
characteristics appear to be most influential on market and financial risks and competition
barriers. In particular, larger more export intensive firms were more likely to view
competition from other suppliers a significant barrier. Large firms with international
market departments were less likely to view market risk as a barrier than their smaller
counterpart firms. These results suggest that for assistance programs to overcome

barriers, they can be targeted to exporters by firm characteristics and their export
strategies.

Use ofcompetitive pricing and promotional strategies tended to decrease the

probability of market and financial risks being a major barrier. However, these types of
strategies reflect firms that have the perception that buyers awareness is a major barrier.
An exception is that use of seminars have a negative effect on probability that buyers
awareness is a barrier. Another exception is that use oftrade shows had a positive

influence on perceptions that market risks and transportation costs are barriers. This may
reflect the fact that trade shows can be a minimal risk, low cost way to promote exports.
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Firm size appears to be most influential on assistance needs such as export trade
leads, assistance locating lenders, assistance locating agents or distributors, assistance with
exhibitions at foreign trade fairs, export subsidies, and subsidized travel to foreign
markets. In particular, smaller firms were more likely to find all assistance needs as
stronger needs than medium or large firms.

The level of export experience tends to have a significant effect on the perception
of assistance locating agents or distributors, foreign market information, assistance with
export documentation, advertising assistance, and "how to" export education. A larger
percentage of firms with low exporting experience indicated a stronger need for the

assistance programs, than did firms with moderate and high levels ofexperience.
Agribusinesses have a prevalent need for export assistance. The most important
assistance needs being subsidized travel, credit information on potential customers,
advertising assistance, export subsidies, and foreign market information. Least needed
assistance are educational type services, such as language or cultural assistance, assistance

with export documentation, consulting to adapt products, and 'how to' export sessions.
The perception of assistance needs appear to vary across firm sizes and levels of export

experience. Overall, the results suggest that specialized targeting of assistance by firm
characteristics, particularly size and export experience, and export strategies are
necessary to help exporters compete in the world market.
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Table 1. Frequency ofResponse and Mean Ratings for Barriers.
Percent ofResponses
Major

Minor

Not a

Mean

barrier =1

barrier=2

barrier=3

Rating

Buyer's awareness of product in
foreign market
(N=224)

54.0

35.7

10.3

1.56

Obtaining foreign market
information(N=227)

21.1

57.3

21.6

2.00

Competition from other suppliers
(N=225)

54.2

36.9

8.9

1.55

Import restrictions in foreign
markets(N=225)

73.3

24.4

2.2

1.29

Selecting agents or distributors
(N=226)

20.4

51.8

27.9

2.08

Transportation costs(N=228)

39.5

43.9

16.7

1.77

Overseas product regulations
(N=228)

41.2

49.6

9.2

1.68

Financial risk in foreign markets
(N=226)

31.0

51.3

17.7

1.87

Obtaining credit or capital to
finance exports(N=224)

22.3

33.5

44.2

2.22

Barriers to Export
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Table 2. Variable Names and Definitions
Variable

Description

Names

Unit of Measurement

EXPORT BARRIER

RISK

Financial and market risks

1 if major,0 otherwise

REGUL

Import restrictions or product regulations

1 if major,0 otherwise

TRANS?

Transportation Costs

1 if major,0 otherwise

COMPETE Competition from other suppliers

1 if major,0 otherwise

AWARE

1 if major,0 otherwise

Buyer's awareness of product in foreign market
EXPORT STRATEGIES

PRICE
BRAND

Competitive pricing relative to products in
foreign markets
Strong brand identification

1 if always use,
5 if never use

1 if always use,
5 if never use

CONTROL

Direct control over distribution

I if always use,
5 if never use

ADVERT

Advertising/promotion tailored for exporting

1 if always use,
5 if never use

SERV

Specialized customer service

1 if always use,
5 if never use

DIVERSIFICATION

DIVCOUNT Diversification by exporting to several different
DIVPROD

1 if always use,

countries

5 if never use

Diversification by exporting several different
products

1 if always use,
5 if never use

PROMOTION

PADVERT

Advertising

1 if use, 0 otherwise

PMAIL

Direct mail

1 if use, 0 otherwise

PPOS

Point-of-sale

1 if use, 0 otherwise

PDEMO

Product demonstrations

1 if use, 0 otherwise

PSAMP

Sample shipments

1 if use,0 otherwise

PSEM

Seminars

1 if use, 0 otherwise
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Table 2. Continued
Variable

Description

Names

PSHOWS

Unit of Measurement

1 if use, 0 otherwise

Trade shows

PRODUCT TYPE

D201

Meat products

1 if export product,
0 otherwise

D202

1 if export product,

Dairy products

0 otherwise

D203

Fruits and vegetables

1 if export product,
0 otherwise

D204

Cereals and grain products

1 if export product,
0 otherwise

D205

Bakery goods

1 if export product,
0 otherwise

D206

Confectionary products

1 if export product,
0 otherwise

D207

1 if export product,

Fats and oils

0 otherwise

D208

1 if export product,

Beverages

0 otherwise

D209

Food preparations and products

1 if export product,
0 otherwise

EXPORT DESTINATIONS

JAPANS

One oftop five export destinations-Japan

1 if destination,
0 otherwise

UK5

CANS

One oftop five export destinations-United
Kingdom

0 otherwise

One oftop five export destinations-Canada

1 if destination,

1 if destination,

0 otherwise
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Table 2. Continued
Variable

Description

Names

Unit of Measurement

FIRM CHARACTERISTICS
INTMKT

International marketing personnel or department

1 iffirm has,
0 otherwise

PEXPORT

Percent of 1994 sales from exporting

percentage

EMP

Full-time employees in 1994

number of employees

YREXP

Number of years exported prior to 1994

number of years

SAL2

Total sales from $250,000 to $999,999

dollars

SALS

Total sales from $1,000,000 to $4,999,999

dollars

SAL4

Total sales from $5,000,000 to $49,999,999

dollars

SALS

Total sales of$50,000,000 and greater

dollars

WEST

Western region

1 iflocation,
0 otherwise

SE

Southeastern region

1 iflocation,
0 otherwise

MW

Midwestern region

1 if location,
0 otherwise
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Table 3. Estimated Probit Models for Barriers

Parameter Estimates ofDependent Variables®-''
Explanatory

Model 1

Model 2

Model 3

Model 4

Model 5

Variable

RISK

REGUL

TRANSP

COMPETE

AWARE

Constant

1.3730*

(1.822)

.0674

(.132)

-1.0564**

(-2.036)

-.4504

(-.782)

-1.7105***

(-3.659)

EXPORT STRATEGIES
PRICE

-.3310***

(-2.872)
BRAND

CONTROL

.3104***

-.3262***

(2.776)

(-3.141)

.1639

-.1280

.1656

(1.501)

(-1.449)

(1.641)

.1337

.1557*

(1.659)

.1708**

(1.468)

(1.982)

ADVERT

SERV

.2726*

(2.591)
DIVERSIFICATION
DIVCOUNT

.1605*

(1.770)
DIVPROD

.1176

.1325

(1.492)

(1.611)

-.2045*

(-1.916)
PROMOTION
PADVERT

.8241***

.4440*

(1.887)
PMAIL

(3.418)

.6238***

(2.793)

-.6387***

(-2.578)
PPOS

-.4491*

-.3762

(-1.673)
PDEMO

(-1.535)

.4002

-.5637***

(1.590)
PSAMP

(-2.587)
.5903**

(2.314)
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.4859**

(2.072)
.5497**

(2.513)

Table 3. Continued

Parameter Estimates ofDependent Variables*-''
Explanatory

Model 1

Model 2

Model 3

Model 4

Model 5

Variable

RISK

REGUL

TRANS?

COMPETE

AWARE

PSEM

.S904»»

-.6006***

(2.169)
PSHOWS

(-2.716)

.8791*

.6S93*

(2.222)

.S626*

(1.807)

(1.749)

PRODUCT TYPE
D201

-.8266*

(-1.809)
D202

.8110*»

(2.170)
D203
D204

1.2349***

(3.116)
D205

1.S932***

(2.922)
D206
D207
D208

-.S1S7**

(-2.031)
D209

EXPORT DESTINATIONS
JAPANS

-.4279*

(-1.882)
UK5

-.9468***

.3108

(-3.816)
CANS

(1.S3S)

-.4223*

-.40S4*

(-1.906)
.40S4*

(-1.743)

(1.7S4)
FIRM CHARACTERISTICS

INTMKT

-.669S***

(-2.44S)

-.S093*

-.3741

(-1.833)

(-1.630)
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Table 3. Continued

Parameter Estimates ofDependent Variables^''
Explanatory

Model 1

Model 2

Model 3

Model 4

Model 5

Variable

RISK

REGUL

TRANS?

COMPETE

AWARE

PEXPORT

.0057*

(1.921)
EMP

..4003E-3**

.0067*

(1.846)
.0008*

(-2.327)

(1.689)

SEMP

.3065E-6*

(-1.740)
.0188

YREXP

(1.517)
SYREXP

.8712E-3***

(-2.621)
SAL2
-.4616

SALS

(-1.578)
SAL4

.4686**

-.6988**»

-.6212»*»

(-2.473)

(-2.732)

(2.078)

-.6688»*»

SALS

(-2.121)
-.6971»»*

WEST

(-2.596)
SE

-.6975***

MW

(-2.315)
Log-

-97.47

-92.23

-113.79

-108.71

-118.78

likelihood

Model Chi-

67.78***

36.55***

37.76***

53.00***

33.69***

75.13

77.16

68.53

68.02

64.97

Square
Percent

Correct Predictions

a »»»=significant at .01, **=significant at .05, and *=significant at .10.

** T-statistics are listed in parenthesis
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Table 1. Potential Export Assistance Needs
ASSISTANCE

ASSISTANCE NEEDS INCLUDED IN THE

CATEGORIES

CATEGORIES

Export Subsidies
FINANCIAL
ASSISTANCE

Subsidized travel to foreign markets
Assistance locating lenders for export business

MARKETING
ASSISTANCE

Assistance with exhibitions at foreign trade fairs
Export promotion/advertising assistance

Language/cultural training or assistance
EDUCATIONAL
ASSISTANCE

Assistance with export documentation
Consulting to adapt product/packaging for export
Courses, seminars, or publications on 'how to' export

Assistance locating trade leads
GENERAL
ASSISTANCE

Assistance locating agents/distributors
Foreign market information
Credit information on potential buyers
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Table 2. Export Assistance Needs by Firm Size*'*'
Firm Size

Chi-square
Small

Assistance Need

Medium

Large

value

Financial Assistance

Export Subsidies

(n.=59) (0^=92) (n3=21)

Strong Need

54.24

48.91

28.57

Moderate Need

35.59

23.91

47.62

No Need

10.17

27.17

23.81

Subsidized Travel to Foreign Markets

(n,=60) (n,=93) (03=21)

Strong Need

73.33

49.46

23.81

Moderate Need

18.33

24.73

38.10

No Need

8.33

25.81

38.10

Assistance Locating Lenders

(n,=58) (03=92) (03=21)

Strong Need

31.03

7.61

9.52

Moderate Need

25.86

15.22

19.05

No Need

43.10

77.17

71.43

10.977**

18.917***

21.566***

Marketing Assistance

Assistance with Exhibitions at Foreign
Trade Fairs

(n,=60) (03=93) (03=21)

Strong Need

31.67

16.13

4.76

Moderate Need

50.00

50.54

61.90

No Need

18.33

33.33

33.33

Export Promotion Advertising Assistance

(n.=59) (03=92) (03=21)

Strong Need

50.85

41.30

23.81

Moderate Need

30.51

38.04

38.10

No Need

18.64

20.65

38.10
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10.797***

6.188

Table 2. Continued.

Firm Size

Small

Assistance Need

Medium

Large

Chi-square
value

Educational Assistance

Language/cultural training or assistance

(nl=59) (n2=92) (n3=21)

Strong Need

16.95

10.87

23.81

Moderate Need

49.15

41.30

52.38

No Need

33.90

47.83

23.81

Assistance with Export Documentation

(n,=59) (n,=93) (n3=21)

Strong Need

11.86

6.45

19.05

Moderate Need

44.07

37.63

28.57

No Need

44.07

55.91

52.38

Consulting to Adapt Products/packaging
for Export

(n,=59) (n3=93) (n3=21)

Strong Need

22.03

23.66

14.29

Moderate Need

44.07

45.16

47.62

No Need

33.90

31.18

38.10

'How To" Export Education

(ni=60) (n2=92) (n3=21)

Strong Need
Moderate Need
No Need

8.33

7.61

9.52

26.67

32.61

33.33

65.00

59.78

57.14

6.403

5.156

1.002

.787

General Assistance

Export Trade Leads

(ni=59) (n2=91) (n3=21)

Strong Need

40.68

21.98

14.29

Moderate Need

50.85

59.34

61.90

8.47

18.68

23.81

No Need
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9.911**

Table 2. Continued.

Firm Size

Chi-square
Small

Assistance Need

Assistance Locating Agents/distributors

Medium

Large

(n,=60) (03=92) (03=21)

Strong Need

31.67

19.57

14.29

Moderate Need

56.67

50.00

52.38

No Need

11.67

30.43

33.33

Foreign Market Information

(n,=60) (02=94) (n3=20)

Strong Need

40.00

36.17

35.00

Moderate Need

51.67

44.68

55.00

8.33

19.15

10.00

No Need

Credit Information on Potential Buyers

(n,=59) (02=92) (03=21)

Strong Need

52.54

47.83

42.86

Moderate Need

35.59

29.35

38.10

No Need

11.86

22.83

19.05

value

9.491

4.041

3.319

* n„ 02, and 03 represent the number of observations in Small, Medium and Large
firms, respectively.

b***_gignificant at .01, **=significant at .05, and *=significant at .10.
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Table 3. Export Assistance Needs by Level ofExport Experience''''
Export Experience
Chi-square

Assistance Need

Low

Moderate

High

Value

Financial Assistance

Export Subsidies

(ni=68) (n2=36) (n3=68)

Strong Need

51.47

58.33

39.71

Moderate Need

26.47

33.33

33.82

No Need

22.06

8.33

26.47

Subsidized Travel to Foreign Markets

("1=68) (n2=37) (n3=69)

Strong Need

61.76

48.65

50.72

Moderate Need

20.59

35.14

21.74

No Need

17.65

16.22

27.54

Assistance Locating Lenders

(ni=69) ("2=36) ("3=66)

Strong Need

18.84

16.67

12.12

Moderate Need

24.64

19.44

13.64

No Need

56.52

63.89

74.24

6.392

5.581

4.742

Marketing Assistance

Assistance With Exhibitions at Trade Fairs
Strong Need

(ni=69) (n2=36) (n3=69)
20.29
25.00
17.39

Moderate Need

57.97

52.78

44.93

No Need

21.74

22.22

37.68

Export Promotion Advertising Assistance
Strong Need

5.509

(ni=68) (n2=35) (n3=69) 12.323**
39.13
51.47
31.43

Moderate Need
No Need
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39.71

37.14

30.43

8.82

31.43

30.43

Table 3. Continued.

Export Experience
Chi-square

Assistance Need

Low

Moderate

High

Value

Educational Assistance

Language/Cultural Training or Assistance
(n,=68) (n2=36) (n3=68)
Strong Need

16.18

11.11

14.71

Moderate Need

47.06

47.22

42.65

No Need

36.76

41.67

42.65

Assistance With Export Documentation

(ni=67) (n2=36) (n3=70)

Strong Need

13.43

8.33

7.14

Moderate Need

46.27

44.44

28.57

No Need

40.30

47.22

64.29

Consulting to Adapt Products/Packaging
for Export

.919

8.620*

(ni=68) (n2=37) (n3=68) 5.537

Strong Need

26.47

24.32

16.18

Moderate Need

48.53

45.95

41.18

No Need

25.00

29.73

42.65

(n,=69)

(n2=36)

(n3=68)

Strong Need

10.14

8.33

5.88

Moderate Need

40.58

30.56

20.59

No Need

49.28

61.11

73.53

■'How to" Export Education
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8.528*

Table 3. Continued.

Export Experience
Chi-square

Assistance Need

Low

Moderate

High

Value

General Assistance

Export Trade Leads

(n,=69) (n2=34) (n3=68) 6.495

Strong Need

34.78

20.59

23.53

Moderate Need

56.52

61.76

54.41

8.70

17.65

22.06

No Need

Assistance Locating Agents/Distributors

(n,=68) (n2=37) (n3=68) 8.961*

Strong Need

29.41

32.43

11.76

Moderate Need

51.47

43.24

58.82

No Need

19.12

24.32

29.41

Foreign Market Information

(ni=68) (n2=37) (n3=69) 11.616**

Strong Need

45.59

29.73

33.33

Moderate Need

50.00

43.24

49.28

No Need

4.41

27.03

17.39

Credit Information on Potential Buyers

(n,=69) (n2=35) (n3=68) 7.219

Strong Need

40.58

57.14

52.94

Moderate Need

42.03

31.43

23.53

No Need

17.39

11.43

23.53

* ni, n2, and n3 represent the number ofobservations in low, moderate, and high levels of
experience, respectively.
''**=significant at .01, **=significant at .05, and *=significant at.10.
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